“AUTOMATIC” 


SPRINKLER CORPORATION OF AMERICA 


&EVEUM) Pt.'WIG U«Wjr» 

IHF. m. 

^POfWJlON flU 


ANNUAL REPORT 1964 



























HARRY E. FIGGIE, JR. Age 41 

Chairman of the Board and 
Chief Executive Officer 

Chairman of the Board and 
President: The Clark-Reliance 
Corporation; Director: Silicon 
Transistor Corporation. 


JOHN J. POWER, JR. Age 53 

President and Chief Operating 
Officer 


DALE S. COENEN Age 36 

Vice President, Laird & 
Company; Director: The 
Rawlings Corporation; Frost 
& Sullivan, Inc. 

JACK O. DOERGE Age 43 

President, Saunders, Stiver & 
Company; Director: Rochester 
Capital Leasing Corporation; 
Bonne Bell, Inc.; Euclid Savings 
Association; Seneca Grape Juice 
Corporation; The Clark-Reliance 
Corporation; Young Presidents 
Organization; Board of 
Governors: Investment Banker’s 
Association. 


THOMAS A. QUINTRELL 
Age 44 

Attorney; Partner: Arter. Hadden, 
Wykoff & Van Duzer. 


DONALD C. SEIBERT Age 38 

Manager: Special Situations, 
Bessemer Securities Corporation; 

Director: Silicon Transistor 
Corporation; Damon Engineering, 
Inc.; General Wire & Cable 
Company; Second Stage Capital 
Corporation; Alpine Geophysical 
Associates, Inc.; Dynamics 
Research Corporation. 




E. M. de WINDT Age 43 

Group Vice President, Eaton 
Manufacturing Company; 

Yale-Eaton International 
Group; Director: E.N.V. 
Engineering Company, Ltd., 
London, England; Yale and 
Towne, Inc.; Dill Company, 
Canada; Dole Valve Company. 



J. A. GELBACH Age 47 

Vice President and Senior Loan 
Officer, Central National Bank 
of Cleveland. 


HANS ULRICH 
RINDERKNECHT Age 44 

Principal: Rinderknecht & 
Company, A. G. Zurich, 
Switzerland; Chairman: Cosmos 
Bank, Zurich, Switzerland; 
Cosmos American Corporation, 
New York; Brunswick, Ltd.; 
Crown Zellerbach, Ltd.; Hertz 
International. 


HARPER SIBLEY, JR. Age 38 

President, Sibley Corporation; 
President, Dietrich-Sibley 
Agency, Inc.; Director: Western 
Union Telegraph Corporation; 
Central Trust Company, 
Rochester, New York; Republic 
National Bank of New York; 
Trustee: Genesee Hospital. 











Chairman and President’s 
Combined Letter to Shareholders: 


T 

-L he year 1964 was an important milestone in “Automatic” Sprinkler’s 53 year history 
of progress and leadership. This was a year of transformation which represented the first 
full year of operation under your new corporate ownership. 

Despite such a year of transformation the Directors and Officers are pleased to 
report that the company achieved its all-time high in both sales and profits in the United 
States. Sales were more than 25% above the original pro-forma estimate and profits were 
almost 250% of the same estimate. Company profits were about 1137% above the 1963 
American profits of the former company and were roughly 413% higher than the average 
of the six preceeding years. Earnings per common share outstanding were $6.84. 

We are further encouraged by the knowledge that the value of construction in 
process at year end was at a record level and represented a backlog of work roughly 
double that of the previous year. This latter area is generally an excellent indicator of 
the forthcoming year’s potential. Our figures indicate that we substantially increased our 
market penetration in the field during 1964. 

The effective utilization of cash resources is one of our most important objectives. 
During 1964 we were able to liquidate $1,500,000 of Notes Payable against an original 
requirement of $100,000. This was accomplished while also generating approximately 
$1,300,000 of additional capital to meet the needs of our increased volume of business. 

Attainment of these objectives would have been impossible had it not been for the 
coordinated effort of the entire management team of your company. A persistent effort in 
the sales field had to be pursued in order to attain the sales record that was posted. Like¬ 
wise, careful attention to cost reduction programs and cost control techniques, in all 
areas of management and administration, was essential during the entire transition 
period. New concepts had to be learned and applied. This was not a simple task. 

We are especially pleased that the results produced in 1964 were accomplished 
largely through the efforts of existing “Automatic” personnel, a number of whom were 
promoted during the year. Mr. Harry Rider, who had headed the manufacturing and 
technical departments of “Automatic” and who was extremely well known for his 
contributions to both the company and the industry for forty-four years retired in 
January. Both his assistants, Mr. John Hughes in manufacturing and Mr. Wayne Ault, 
in research and development, were promoted to head these respective departments. Mr. 
William Chill, who had served the company faithfully for forty-three years as head of 
purchasing retired in February, and Mr. James Young, Director of Industrial Relations, 
was made the new Director of Purchases. 

We were fortunate in having Mr. James J. Gilligan from Northern Natural Gas 
Company join us in March as Vice President of Finance, a new position in the company. 
The Assistant Treasurer at “Automatic”, Mr. Lew Zimmerman, was appointed Treasurer 
in July. 

Mr. Karsten Rist joined us in October to head up our computer planning and 
commercial services. Mr. William Spaethe, from Goodrich Tire and Rubber, joined us in 
November as Controller, also a new position. Thus, you can see, we placed great em¬ 
phasis during 1964 on building a strong finance and control team whose impact was 
felt almost immediately. 








A number of significant changes had been made in the field sales organization in 
1963, prior to change of ownership, and this portion of the organization remained largely 
unchanged in 1964. 

At headquarters, however, Charles B. Miller, who had spent 31 years in both con¬ 
struction and sales, was promoted to a new position in charge of all non-contract sales, 
thus consolidating our international operations, sprinkler supplies, and “Auto-Grip” 
fittings and pipe hangers under one sales head. Mr. Carroll Archer was promoted to head 
sprinkler supply sales, Mr. Jack Van Kleeck took over as manager of international sales, 
and Mr. John Maas joined the company from Allegheny Ludlum to head our “Auto- 
Grip” sales. The advertising firm of Watts, Lee & Kenyon, Inc., was appointed and plans 
for a 1965 national advertising campaign, the first in eight years, were formulated. 

A number of important promotions were made in our construction and engineering 
activities to obtain greater flexibility of manpower and control. These included the 
promotion of Messrs. Frank O’Dwyer, George Thieken, John Posey, and Victor Brown 
to regional construction superintendents and Mr. Michael Pavelko to regional designer. 

“AUTOMATIC” SPRINKLER continues to lead and to make substantial expendi¬ 
tures in all areas of research and development related to sprinkled fire protection. Out of 
such efforts have come, among others, a significant role in protection of our national 
security at such installations as Cape Kennedy and Jackass Flats, Nevada where rocket 
engines for deep space probes are being readied. Your company has major installations at 
both sites, largely as a result of our engineering skills and complete competence in 
systems design. These, plus similarly dramatic systems in major government contracts 
and in major chemical plants, have frequently required highly significant breakthroughs 
in fire protection engineering. They have opened up new fields for substantial sales in 
more day-to-day standard industrial and commercial areas. 

Another successful effort in our R & D area has been the granting of a patent for 
our “Auto-Grip” quick connect coupling. Market studies and reviews by coupling ex¬ 
perts indicate substantial potential for this product which provides the means to install 
extremely low cost piping systems. 

In addition, our technical group supervises our annual test demonstrations as shown 
on the front cover of your annual report. Your company has a very spectacular test center 
which attracts key fire protection experts and prospective customers from all over the 
nation. Using mock-ups of transformers, vessels and buildings, we burn unusual types of 
liquids and demonstrate how these fires can be controlled or extinguished. Many of the 
newest designs in fire protection have been developed here. It remains one of our greatest 
assets. 

Cleveland Piping Company, operated as a Division in 1964, is now operated as a 
subsidiary and gives every indication of becoming a very successful factor in the field of 
industrial piping. At Jones & Laughlin’s Cleveland plant, for example, this group in¬ 
stalled more than 64 miles of piping from Y%" to 48" diameter. This piping installation 
covered water, descaling, roll cooling, roll bending, oxygen lines, grease lines, oil lines 
and lubrication lines for an 80" strip mill. We are currently carrying out major piping 
assignments for several of the nation’s largest steel companies. 

During the year the Company adopted the motto, “Your security is our only 
business.” We firmly believe this statement and it forms the keystone of our future 
growth. In keeping with this plan we have already acquired the Safety House and 
Badger subsidiaries early in 1965. A number of additional acquisitions are currently 
under active consideration. 

Your management, together with our dynamic board of directors whose average age 
is less than 43 years, feels strongly that 1965 holds great promise for continued growth 
and progress. The national economy is expanding, commercial and industrial building 
starts are good and expansion and remodeling of other major structures continue to 
match the general building pace. In general, we expect this growth situation to remain 
with us and are optimistic about continued highly profitable operations. 



Chief Executive Officer Chief Operating Officer 











Consolidated Financial Position 


CONSOLIDATED BALANCE SHEET-DECEMBER 31, 1964 


ASSETS 

CURRENT ASSETS: 

Cash .$ 314,931 

Trade accounts receivable, less allowance for uncollectible accounts of $25,000 . 3,568,225 

Cost of uncompleted contracts, net of advance payments of $6,613,524 . 4,060,865 

Manufacturing inventories, at last-in, first-out cost, not in excess of market. 2,130,721 

Prepaid expenses . 113,718 

Total current assets.$10,188,460 

OTHER ASSETS: 

Notes receivable. $ 258,600 

Patents, organization expenses, etc. 184,906 443,506 


PROPERTY, PLANT AND EQUIPMENT, at cost, less accumulated depreciation of $76,154 . 416,077 

$11,048,043 


LIABILITIES 

CURRENT LIABILITIES: 

Notes payable to bank .$ 100,000 

Current maturity of long-term note payable. 300,000 

Accounts payable . 1,834,097 

Accrued salaries and wages. 701,876 

Other accrued expenses. 421,969 

Dividends payable. 71,500 

Accrued Federal income taxes. 1,013,548 

Total current liabilities.$ 4,442,990 

5V 2 % NOTE PAYABLE TO BANK (Note 3). 2,600,000 

UNEARNED INTEREST ON NOTES RECEIVABLE. 111,670 

STOCKHOLDERS' INVESTMENT (Notes 1, 3, 5 and 6): 

5% Prior preferred stock, par value $100 per share, authorized 18,000 shares, 
outstanding 14,300 shares. $1,430,000 

5% Noncumulative convertible preferred stock, par value $100 per share, 
authorized and outstanding 11,700 shares. 1,170,000 

Common stock, par value 50 cents per share, authorized 1,000,000 shares, issued 
164,300 shares of which 2,000 shares are held in treasury, outstanding 162,300 

shares. 81,150 

Capital surplus. 101,650 

Retained earnings. 1,110,583 3,893,383 

$11,048,043 


The accompanying notes are an integral part of this statement. 
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Consolidated Statements of Income 
Capital Surplus and Retained Earnings 

for the Year ended December 31, 1964 

STATEMENT OF INCOME 

SALES.$25,249,880 

COST OF SALES . 19,156,217 

Gross income.$ 6,093,663 

SELLING, GENERAL AND ADMINISTRATIVE EXPENSES. 3,505,291 

Income from operations (after provision for depreciation of $77,875).$ 2,588,372 

INTEREST EXPENSE. 210,190 

Income before provision for Federal income taxes.$ 2,378,182 

PROVISION FOR FEDERAL INCOME TAXES. 1,190,000 

Net income .$ 1,188,182 


STATEMENT OF CAPITAL SURPLUS 

BALANCE JANUARY 1, 1964 .$ 65,250 

EXCESS OF SALE PRICE over par value of 33,800 shares of common stock sold . 57,900 

EXCESS OF PURCHASE PRICE over par value of 2,000 shares of common stock repurchased . (21,500) 

BALANCE DECEMBER 31, 1964 .$ 101,650 


STATEMENT OF RETAINED EARNINGS 

BALANCE JANUARY 1, 1964 ..$ - 

NET INCOME. 1,188,182 

$ 1,188,182 

DIVIDENDS DECLARED: 

5% Prior preferred stock, $5 per share.$ 71,500 

5% Noncumulative convertible preferred stock, 10 cents per share . 1,170 

Common stock, 3 cents per share . 4,929 77,599 

BALANCE DECEMBER 31, 1964 (Note 3).$ 1,110,583 


The accompanying notes are an integral part of these statements. 









































Notes to consolidated financial statements 


December 31, 1964 


(1) organization: The Company was incorporated in the 
State of Ohio on December 27, 1963, with an initial capitaliza¬ 
tion of $1,300,500, represented by 130,500 shares of common 
stock and 11,700 shares of 5% convertible preferred stock. 

On December 28, 1963, the Company entered into an agree¬ 
ment with “Automatic" Sprinkler Corporation of America (a 
Delaware corporation—name changed January 14, 1964, to 
Marjon Company) to purchase substantially all of its assets, 
together with the assumption of all recorded liabilities except 
liabilities for Federal income taxes and long-term bank loan. 
The total purchase price was $5,851,206, of which $4,421,156 was 
in cash and the balance in 14,300 shares of 5% prior preferred 
stock (par value $100 per share). The total purchase price was 
$1,376,366 less than the net book value of the assets acquired 
as recorded on the books of the predecessor company. The 
difference has been allocated to the property accounts. 

(2) consolidation: The consolidated financial statements 
include the accounts of “Automatic" Sprinkler Corporation of 
America and its wholly-owned subsidiary after elimination of 
intercompany items and transactions. 

The majority of the Company’s installation contracts extend 
over a period of less than one year. Income from installation 
contracts is reported on a completed contract basis. 

(3) 5Vi% NOTE payable to BANK: The 5 l /2% note agreement 
provides for minimum repayment of $400,000 in 1965 ($100,000 
prepaid in 1964) and 1966, $500,000 in 1967 and 1968, and $600,000 
in 1969 and 1970. In addition, the Company must pay each year, 
an amount equal to twenty (20) per cent of the amount by 
which the Company’s net income shall exceed the principal 
payments due for such fiscal year. All such additional pay¬ 
ments shall be applied to the latest maturing principal install¬ 
ments. The noteholder has waived the additional payments 
due for 1964. The Company has the right to prepay any amount, 
without premium. 

The note agreement also provides, among other things, that 
the Company (1) must maintain current assets in excess of 
total liabilities by at least $1,500,000 and (2) without prior 
written consent of the bank, may not pay dividends on or 
redeem any class of outstanding shares except that com¬ 
mencing with the fourth calendar quarter of 1965, the Company 
may pay dividends on the prior preferred shares and may, 
commencing in 1967 and annually thereafter, redeem not 
more than $200,000 in par value of prior preferred shares. 

(4) pension plan: In connection with the purchase agreement 
dated December 28,1963, the Company agreed to assume the 
liability for the pension plans of the seller. The normal cost 


plus interest on the estimated unfunded past service cost 
($105,000) was charged to income for the year 1964. At December 
31, 1964, the estimated unfunded past service cost under the 
plans totaled approximately $1,000,000. 

(5) WARRANTS AND OPTIONS: At December 31, 1964, warrants 
(issued pursuant to the purchase agreement dated December 
28,1963), to purchase 47,350 shares of the Company’s common 
shares were outstanding. The warrants are exercisable as 
follows: 23,100 shares at $1; 13,850 shares at $7.50 and 10,400 
shares at $20. The warrants are exercisable on or before 
December 31, 1970. 

Under a qualified stock option plan, approved by the share¬ 
holders in May, 1964 , 9,850 common shares were reserved for 
the granting of options to employees at a price equal to the 
fair market value of the shares at the time the option is granted. 
During the year, options were granted for 4,950 shares (1,500 
shares at $10 per share, 500 shares at $15 per share, and 2,950 
shares at $25 per share). The options are exercisable in five 
equal annual installments beginning in 1965. At December 31, 
1964, all of the options (4,950 shares), were outstanding. 

(6) capital STOCK: The 5% prior preferred stock is cumulative 
to the extent of net income for the current year, has restricted 
voting rights, and is redeemable at par value plus accrued 
dividends with mandatory redemption of 2,000 shares before 
December 31,1967, and 2,000 shares on or before each Decem¬ 
ber 31 thereafter through December 31,1969, and the remaining 
shares by December 31, 1970. Dividends on other classes of 
stock may not be declared unless unpaid cumulative dividends 
and dividends for the current year have been paid or set aside 
irrespective of income in the fiscal year involved. 

The 5% convertible preferred stock is noncumulative, has 
restricted voting rights, and is redeemable at par plus accrued 
dividends for the current year, subject to certain restrictions. 
The shares are convertible at any time at the rate of five com¬ 
mon shares for each preferred share, subject to certain ad¬ 
justments. Dividends on the common shares may not be paid 
unless dividends on the convertible preferred shares for the 
current year have been paid. The 5% convertible preferred 
shareholders have waived this provision for 1964. The Company 
has reserved 58,500 common shares for the conversion rights. 
The Company has the first option to repurchase the out¬ 
standing common and 5% convertible preferred shares. 

(7) LEASES: The Company’s branch offices and warehouses 
are occupied under various leases. The aggregate rental for 
these properties for the year 1965 is approximately $170,000. 
The total obligation under the leases, extending through 1983, 
is approximately $1,350,000. 


Auditors' Opinion 


To the Board of Directors and Stockholders, “Automatic" Sprinkler Corporation of America: 


We have examined the consolidated balance sheet 
of “AUTOMATIC" SPRINKLER CORPORATION 
OF AMERICA (an Ohio corporation) AND SUB¬ 
SIDIARY as of December 31, 1964, and the related 
consolidated statements of income, capital surplus, 
and retained earnings for the year then ended. Our 
examination was made in accordance with generally 
accepted auditing standards, and accordingly in¬ 
cluded such tests of the accounting records and such 
other auditing procedures as we considered necessary 
in the circumstances. 


In our opinion, the accompanying consolidated 
balance sheet and consolidated statements of income, 
capital surplus and retained earnings present fairly 
the financial position of “Automatic" Sprinkler 
Corporation of America and Subsidiary as of Decem¬ 
ber 31, 1964, and the results of their operations for 
the year then ended, in conformity with generally 
accepted accounting principles. 

ARTHUR ANDERSEN & CO. 

Cleveland, Ohio, 

February 6, 1965. 














Plants 


GUNTERSVILLE, ALABAMA 35976 
P.O. Box 247 
325-347 Lusk Street 
Phone 205 582-4360 


HOUSTON, TEXAS 77001 
P.O. Box 1359 
3201 Engelke Street 
Phone 713 228-0383 


LOS ANGELES, CALIFORNIA 
P.O. Box G 

Norwalk, California 90652 
Phone 213 864-2724 


MONROE, INDIANA 46772 
South Van Buren Street 
P.O. Box 217 
Adams County 
Phone 2-6141 


SEATTLE, WASHINGTON 98134 
8 South Idaho Street 
Phone 206 623-4780 


YOUNGSTOWN, OHIO 44501 
P.O. Box 360 
Jones and Brittain Sts. 
Phone 216 746-6561 


Subsidiaries 


CLEVELAND PIPING COMPANY, INC. 
13229 Enterprise Avenue 
Cleveland, Ohio 44135 
Phone 216 252-6000 


SAFETY HOUSE, INCORPORATED 
20 Water Street 

East Greenwich, Rhode Island 
Phone 401 884-8270 


BADGER FIRE EXTINGUISHER 
COMPANY, INC. 

Ranson, West Virginia 
Phone: 304 725-2091 


& 


Sales Offices 


ATLANTA, GEORGIA 
BALTIMORE. MARYLAND 
BANGOR, MAINE 
BIRMINGHAM, ALABAMA 
BOSTON, MASSACHUSETTS 
BUFFALO, NEW YORK 
CHARLOTTE, NORTH CAROLINA 
CHICAGO, ILLINOIS 
CINCINNATI, OHIO 
CLEVELAND, OHIO 
COLUMBUS, OHIO 
DALLAS, TEXAS 
DENVER, COLORADO 
DETROIT, MICHIGAN 
HOUSTON, TEXAS 
INDIANAPOLIS, INDIANA 
JACKSON, MISSISSIPPI 
KANSAS CITY, MISSOURI 
KENILWORTH, NEW JERSEY 
KNOXVILLE, TENNESSEE 
LOS ANGELES, CALIFORNIA 
MANCHESTER, CONNECTICUT 
MEMPHIS, TENNESSEE 
MIAMI, FLORIDA 
MILWAUKEE, WISCONSIN 
MINNEAPOLIS, MINNESOTA 
MOBILE, ALABAMA 
NASHVILLE, TENNESSEE 
NEW ORLEANS, LOUISIANA 
OKLAHOMA CITY, OKLAHOMA 
OMAHA, NEBRASKA 
PEORIA, ILLINOIS 
PHILADELPHIA, PENNSYLVANIA 
PITTSBURGH, PENNSYLVANIA 
RICHMOND, VIRGINIA 
ST. LOUIS, MISSOURI 
SAN FRANCISCO, CALIFORNIA 
SEATTLE, WASHINGTON 
SOUTH PORTLAND, MAINE 
SYRACUSE, NEW YORK 
TAMPA. FLORIDA 
VALDOSTA, GEORGIA 
YOUNGSTOWN, OHIO 












